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THE STORY IN BRIEF 


Net Sales. 

Net Income before Federal Taxes on Income . 

Net Income after Taxes. 

Earnings per Share. 

Taxes . 

Taxes per Share. 

Dividends Paid per Share. 

Dividends Paid. 

Working Capital. 

Net Worth (Capital plus Surplus) .... 

Inventories. 

Merchandise on Order. 

Depreciation Charged. 

Reserve for Depreciation on Buildings, Fixtures, anc 
Equipment. 

Other Reserves. 

Capital Expenditures. 

Contribution to The Savings and Profit Sharing Pen 
sion Fund of Sears, Roebuck and Co. Employes 

Contribution to The Supplemental Savings and Re 
tirement Plan of Sears, Roebuck and Co. Employes 


Number of Stockholders. 

Number of Retail Stores. 

Number of Mail Order Plants. 

Number of Order Offices. 


1945 

1944 

1943 

1 , 045 , 258,832 

$ 988 , 770,171 

$ 852 , 596,706 

96 , 661,836 

103 , 608,644 

86 , 120,388 

35 , 834,836 

34 , 176,111 

33 , 866,087 

1.52 

1.46 

1.45 

73 , 262,472 

82 , 181,202 

63 , 971,324 

3.11 

3.50 

2.74 

1.06 

1.06 

1.06 

25 , 020,126 

24 , 891,614 

24 , 714,003 

256 , 289,747 

239 , 696,991 

218 , 142,645 

321 , 021,983 

308 , 472,733 

296 , 032,641 

181 , 595,547 

146 , 078,593 

166 , 820,086 

301 , 144,992 

178 , 616,304 

156 , 924,811 

8 , 565,384 

8 , 440,851 

10 , 213,016 

97 , 743,417 

92 , 902,149 

85 , 786,339 

46 , 342,448 

44 , 931,525 

47 , 084,600 

9 , 406,392 

6 , 079,265 

2 , 053,042 

9 , 708,314 

7 , 667,697 

7 , 667,697 

1 , 500,000 

1 , 500,000 

— 

73,159 

59,502 

59,762 

604 

606 

596 

10 

10 

10 

304 

266 

231 


FIGURES FOR THE THREE YEARS ARE SHOWN ON A COMPARABLE BASIS. EARNINGS, TAXES, AND 
DIVIDENDS PER SHARE ARE ON NEW BASIS, AFTER THE STOCK WAS SPLIT 4 SHARES FOR 1. 






























TO THE STOCKHOLDERS OF 

SEARS, ROEBUCK AND CO.: 

The Annual Report of the Company for the fiscal 
year 1945, ended January 31, 1946, including certified 
financial statements, is submitted herewith. 

INCOME, DIVIDENDS, SALES 

Net income after provision for all taxes for the year 
1945 was $35,834,836, equivalent to $1.52 per share of 
outstanding common stock compared with $1.46 per 
share for 1944, after giving effect to the 4 for 1 stock 
split mentioned later. 

Dividends of $25,020,126 were paid to stockholders 
at the rate of $1.06 per share for the year. 

Net sales for the year amounted to $1,045,258,832, an 
increase of $56,488,661 or 5.7% over last year. 

FINANCIAL 

Net working capital on January 31, 1946 of 
$256,289,747 was $16,592,756 more than a year ago. 

Cash and short term Government securities totalled 
$149,428,093 at the end of the year against $127,912,022 
last year. Additional tax notes amounting to 
$60,827,000 provide for payment of the estimated 
liability for Federal income and excess profits taxes on 
the year’s income. This strong cash position will serve 
well in financing an anticipated larger business and our 
expansion program. Accounts receivable of $23,213,394 
were $4,043,743 greater than a year ago. 

Merchandise inventories of $181,595,547 were 
$35,516,954 or 24.3% more than a year ago. 

Merchandise on order for future delivery is substan¬ 
tially greater than a year ago. This reflects the return 
of items which were unobtainable during the war years 
as well as new items and improved merchandise, and is 
in line with the expected sales demand. The total of 
$301,144,992 compares with $178,616,304 a year ago. 

The capital stock was split 4 shares for 1 on October 
1, 1945, thereby increasing the authorized 6,000,000 
shares to 24,000,000 shares, without changing the capi¬ 
tal of the Company. 

The Company has renegotiated its 1944 war business 
with the Government. > 

Sears has investments in some manufacturing sources. 
Where this ownership is not over 50%, it is the practice 
to include earnings of these companies in income only 
when received as dividends. Sears equity in these 
manufacturing companies, plus its equity in the Allstate 
Insurance companies, is $13,658,410 more than the 
amount at w r hich these equities are carried on the books. 

PROPERTY 

An expansion program has been carefully developed 
during the year. Several new store sites were acquired 
and plans are ready for new stores and the enlargement 
and improvement of others. Construction is under way 
and, as soon as conditions permit, the activity will be 
expanded. Four properties which we occupied for 
some years were sold and long term leases entered into 


for continued occupancy. We acquired full ownership 
of the Newark Stove Company, and disposed of our 
interest in the Marshall Stove Co. During the year six 
very small leased stores were closed and four small 
new stores were opened. At the close of the year 604 
retail stores were in operation. 

Repair and maintenance expenditures were $8,328,147 
against $5,657,058 last year. These expenditures were 
heavy as a result of the extraordinary wear and tear 
resulting from peak volume operation, the preparation 
and renewal of facilities for the sale of so-called durable 
goods, such as refrigerators, washing machines, radios, 
etc., and the additional cost of maintaining equipment 
which normally could be replaced. 

DEPRECIATION, RESERVES 

The amount charged against income for deprecia¬ 
tion and amortization was $8,565,384 compared with 
$8,440,851 last year. 

The Company policy of depreciating fixed assets at 
rates in excess of those allowed for Federal income tax 
purposes was continued during the year. We estimate 
$660,000 excess depreciation was charged this year, and 
of the excess charged off over many years there re¬ 
mained over $32,700,000 on January 31, 1946, to be 
allowed as expense in determining Federal income taxes 
in future years. 

The capital investment in furniture and fixtures of all 
retail stores has been totally depreciated on the books. 
Total depreciable fixed assets are now 62.1% de¬ 
preciated. 


TAXES 


Federal income and excess profits taxes are estimated 
at $60,827,000. Last year’s provision was $69,332,300. 

The following shows the amount and extent of Com¬ 
pany earnings which go to Federal, state and local 
governments: 

1945 1944 


Total Federal, state and 

local taxes $73,262,472 $82,181,202 


Were equivalent to: 

Per cent of net income 
before taxes 
Per share of stock 
Per $100 of net sales 


67.15% 70.63% 

$3.11 $3.50 

7.01 8.31 


FACTORIES 

The wholly owned factories and affiliated manufac¬ 
turing companies which were heavily engaged in war 
production are now being extensively reconverted to 
civilian production on an expanding scale on the basis 
of plans carefully formulated from engineering studies. 
The physical reconversion process is hampered to some 
extent by material and labor problems. All war contract 
termination claims have been filed and payments are 
being received at a satisfactory rate. 

/ 
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AUDITING COMMITTEE 


The Board of Directors appointed an auditing com¬ 
mittee consisting of four directors who are not officers 
or employes. This committee selected Allen R. Smart 
& Co. to make the 1945 audit. A similar committee will 
select the auditors for 1946. 

EMPLOYES IN MILITARY SERVICE 

Employes in military service are kept in touch with 
the Company through the Sears News-Graphic. At 
Christmas time the Company sent money orders to 
those in overseas service, and merchandise certificates, 
redeemable in any of its stores, to those in the United 
States. Their membership in The Savings and Profit 
Sharing Pension Fund has been maintained with full 
participation in Fund benefits. We are happy to report 
that of 9,407 released from service, 7,626 are now with 
the Company. 

RETIREMENT PROGRAM 

The Company has maintained The Savings and 
Profit Sharing Pension Fund of Sears, Roebuck and 
Co. Employes since July 1,1916. The Fund, as amended, 
is described in the proxy statement accompanying this 
report. The Fund has demonstrated its beneficial con¬ 
tribution to employe relationship so effectively over the 
years that it should be unnecessary to urge its approval 
as amended. 

Last year The Supplemental Savings and Retire¬ 
ment Plan of Sears, Roebuck and Co. Employes was 
approved by the stockholders subject to qualification 
under the Internal Revenue Code. In order to secure 
this qualification it w as necessary to change and modify 
certain provisions which reduced the retirement bene¬ 
fits as provided under the Plan originally descril>ed in 
the 1945 proxy statement. Accordingly, the Plan was 
amended to conform and to provide higher rates: 1 )-£% 
for Prior Service and 2% for Current Service, to offset 
the reduction resulting from these revisions. The Plan, 
as so amended, has been approved by the Commissioner 
of Internal Revenue, and as now constituted provides 
the benefits originally contemplated within the over-all 


Approved by the Board of Directors, 

CHAIRMAN / 


March 25, 1946 


cost which the stockholders approved last year. The 
Company has this year contributed $1,500,000 against 
the cost which is the amount submitted to the stock¬ 
holders a year ago as being required for the year’s 
contribution. The $10,000 a year maximum pension re¬ 
mains unchanged. It is the recommendation of the 
Board of Directors and the management that the above 
amendment be approved. A description of the Plan is also 
given in the proxy statement accompanying this report. 

OFFICERS 

Mr. Hiram W. Kingsley was appointed Vice Presi¬ 
dent in charge of the Pacific Coast organization on Sep¬ 
tember 24, 1945. He has been an employe of Sears since 
June, 1913, and in charge of Pacific Coast operations 
since the fall of 1942. 

Mr. Jackson F. Moore was appointed Vice President 
in charge of the Southern organization on September 24, 
1945, with headquarters in Atlanta, Ga. Mr. Moore 
was elected a director last year and has been an 
employe of Sears since August, 1930. 

Mr. Henry Rose was appointed Vice President in 
charge of administration of the combined Sears, Roe¬ 
buck and Co. and Henry Rose Stores, Inc. New York 
office activities on January 7, 1946. He has been Presi¬ 
dent of the Henry Rose Stores, Inc., a wholly owned 
subsidiary, since that Company was organized in De¬ 
cember, 1928. 

CONCLUSION 

This year sales again exceeded all previous records. 
We are deeply appreciative of the efforts put forth by 
our employes to accomplish this record, and for the fine 
spirit of loyalty and cooperation they have shown 
during the entire trying war period. 

As stated above, many former employes who were in 
military service have returned, and others are returning 
from day to day. We look forward to the time when all 
of them are back, normal merchandising conditions 
prevail, and the Company can again resume operations 
on a peacetime basis. 

As in the past, we cordially invite your suggestions 
for the improvement of the Company. 



PRESIDENT 
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SEARS, ROEBUCK AND CO. 


CONSOLIDATED INCOME AND EARNED SURPLUS ACCOUNT 

FOR THE YEARS ENDED JANUARY 31, 1946 AND 1945 

EXCLUDING INSURANCE COMPANIES NOT CONSOLIDATED 

1945 1944 


Net Sales . 


$1,045,258,832 


$988,770,171 

Other Income. 


1,837,759 


3,685,633 

Total Income. 


1,047,096,591 


992,455,804 

Deduct: 

Cost of Sales, Advertising, Selling, Administrative 

and General Expense . 

Repairs and Maintenance . 

Depreciation . 

Taxes (Other than Federal Taxes on Income) . . . 
Contributions to: 

The Savings and Profit Sharing Pension Fund of Sears, Roebuck 

and Co. Employes .. 

The Supplemental Savings and Retirement Plan of Sears, 

Roebuck and Co. Employes .......... 

$909,897,438 

8,328,147 

8,565,384 

12,435,472 

9,708,314 

1,500,000 

950,434,755 

$852,732,652 

5,657,058 

8,440,851 

12,848,902 

7,667,697 

1,500,000 

888,847,160 

Net Income before Provision for Federal Taxes on 
Income . 


96,661,836 


103,608,644 

Provision for Federal Taxes on Income: 

Normal Tax and Surtax . 

Excess Profits Tax. 

18,528,000 

42,299,000 

60,827,000 

17,135,000 

52,197,300 

69,332,300 

Net Income Including Interest of Minority Stock¬ 
holders .. 


35,834,836 


34,276,344 

Adjustment for Interest of Minority Stockholders . . 


— 


100,233 

Net Consolidated Income Transferred to Earned 
Surplus . 


35,834,836 


34,176,111 

Earned Surplus, Beginning of Year . 

Reserve for Uninsured Risks Transferred to Surplus . 


• 119,936,581 


109,152,084 

1,500,000 

Dividends Paid. 


155,771,417 

25,020,126 


144,828,195 

24,891,614 

Earned Surplus, End of Year . 


$130,751,291 


$119,936,581 


Note: The foregoing Consolidated Income and Earned Surplus Account excludes undistributed net profits of unconsolidated 
insurance companies of $932,414 for the year ended December 31, 1945, and $985,537 for the year ended December 
31, 1944. 


CHARLES E. HUMM, 

Comptroller 
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SEARS, ROEBUCK AND CO. 

EXCLUDING INSURANCE COMPANIES 


ASSETS 


Current Assets: 

Cash. 

U. S. Government Short Term Securities. 

Marketable Securities (Market Value $10,558,426) . 

Federal Excess Profits Tax Refund Bonds. 

Accounts and Notes Receivable: 

Customers Installment Accounts. 

Equity in Installment Accounts Sold. 

Other Customers Accounts. 

Manufacturers, and Miscellaneous Accounts . . . 

Total. 

Less: Reserve for Collection and Doubtful Accounts 

Inventories ( Mail Order and Factory inventories valued at 
lower of cost or market. Retail Store inventories valued in 
accordance with Retail Inventory Method.) .. 

TOTAL CURRENT ASSETS. 

Investments and Other Assets: 

Insurance Companies (100% Owned). 

Other Investments and Advances •. 

Fixed Assets: (At Cost) 

Land. 

Buildings .. 

Less: Reserve for Depreciation . 

Furniture, Fixtures and Equipment. 

Less: Reserve for Depreciation . 

TOTAL FIXED ASSETS. 

Deferred Charges: 

Prepaid Advertising and Supplies. 

Insurance, Rents and Other Charges. 

Goodwill. 


January 31, 1946 

January 31, 

1945 


$ 68,488,312 

$ 

54,432,126 


80,939,781 


73,479,896 


5,548,060 


5,707,560 


— 


12,459,630 

$ 812,159 


$ 694,975 


6,433,582 


5,679,498 


10,749,467 


9,813,124 


8,903,279 


6,023,586 


26,898,487 


22,211,183 


3,685,093 

23,213,394 

3,041,532 

19,169,651 


181,595,547 


146,078,593 


359,785,094 311,327,456 


2,848,347 

4,983,366 

7,831,713 

2,848,347 

5,305,191 

8,153,538 

110,097,281 

53,301,193 

31,286,173 

56,796,088 

112,112,274 

51,299,009 

29,969,491 

60,813,265 

47,273,784 

44,442,224 

2,831,560 

46,469,898 

41,603,140 

4,866,758 


( 90 , 913 , 821 ) 


( 95 , 649 , 514 ) 


7,840,323 


6,492,735 


803,733 

8,644,056 

1,414,664 

7,907,399 


1 

1 

$467,174,685 

$423,037,908 
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CONSOLIDATED BALANCE SHEET 

SHOWN AS INVESTMENTS 

LIABILITIES AND CAPITAL 

January 31, 1946 January 37,7 945 

Current Liabilities: 


Notes Payable—"V" Loan Contracts. 

Accounts Payable. 

Due Customers—Refunds and Unfilled Orders . . . 

Federal Taxes on Income. 

Less: U. S. Treasury Tax Notes . 

Other Accrued Taxes. 

Other Accruals. 

TOTAL CURRENT LIABILITIES. 


$ 60,827,000 

$ - 

38,466,317 

30,998,718 

$ 75,132,000 

$ 461,188 

22,455,388 

17,964,021 

60,827,000 

14,663,111 

19,367,201 

103,495,347 

75,132,000 

14,344,323 

16,405,545 

71,630,465 


Reserves For: 

Prior Years Taxes. 

Collection of Installment Accounts Sold 

Other Purposes. 

Contingencies. 


4,416,862 

7,338,919 

2,401,574 

28,500,000 42,657,355 


4,816,978 

5,739,206 

2,833,809 

28,500,000 41,889,993 


Interest of Minority Stockholders in Subsidiary 
Companies. 


1,044,717 


Capital Stock—Without Par Value: 

Shares 

Shares 

Authorized. 

24 , 000,000 

6 , 000,000 

Issued. 

Less: Stock Held by Trustee for Sale under Employes 

23 , 577,956 

5 , 865,619 

Stock Purchase Plan . 

— 

48 

Issued and Outstanding. 

23 , 577,956 190,270,692 

5 , 865,571 


188,536,152 


Earned Surplus —Annexed Exhibit 


130,751,291 

$467,174,685 


119,936,581 

$423,037,908 


The accounts as at January 31, 1945, have been restated in some instances to give effect to reclassifications made 
during the current year. 


CHARLES E. HUMM, 

Comptroller 
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Allen R. Smart & Co. 


CERTIFIED PUBLIC ACCOUNTANTS 


To The Stockholders and Board of Directors of 
Sears , Roebuck and Co.: 

We have examined the Consolidated Balance Sheet of Sears, Roebuck and Co. 
and subsidiary companies as of January 31, 1946, and the related Consolidated 
Income and Earned Surplus Account for the fiscal year then ended, have reviewed 
the system of internal control and the accounting procedures of the companies and, 
without making a detailed audit of the transactions, have examined or tested ac¬ 
counting records of the companies and other supporting evidence, by methods, at 
times, and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circum¬ 
stances and included all procedures we considered necessary. The financial state¬ 
ments of a subsidiary company have been certified to by other independent ac¬ 
countants; the assets of this company, however, are not significant in relation to 
the total consolidated assets. 

The methods of taking physical inventories were reviewed and tests were made 
of quantities, prices, and computations at all mail order houses, at 37 per cent of 
retail “A” stores, and at 50 per cent of warehouses. The remaining inventories at 
retail stores and factories, many of which were examined by us during the year 
under a program of periodic audits, were checked as to their substantial accuracy 
as at the close of the fiscal year by application of gross profit tests and other audit¬ 
ing procedures. Based upon our examination, the inventories were carefully taken 
and are correctly priced. 

In our opinion, the accompanying Consolidated Balance Sheet and related 
Consolidated Income and Earned Surplus Account present fairly the position of 
Sears, Roebuck and Co. and its subsidiaries at January 31, 1946, and the results 
of their operations for the fiscal year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the pre¬ 
ceding year. 


Chicago, Illinois 
March 21, 1946 


ALLEN R. SMART & CO. 
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